International 
Marketing Information 
Series 


44, 
bh - 


Foreign Economic Trends 
and Their Implications 
for the United States 


AUGUST 1985 


FET 85-74 
Frequency: Annual 
Supersedes: 84-68 


PREPARED BY 
AMERICAN EMBASSY N'DJAMENA 


U.S. DEPARTMENT OF COMMERCE 


international Trade Administration 
Washington, D.C. 20230 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscrip- 
tion, $70.00. Foreign mailing $17.50 additional. Single copies, $1.00, available from Publications Sales Branch, 
Room 1617, U.S. Department of Commerce, Washington, D.C..20230. 





‘nn 
ECONOMIC INDICATORS: CHAD 


% Change 
1982 1983 1984 1985 1983/84%* 


Per capita income $110.00  $88.002 $88.00 -20. 


Government Finance ($ millions)> 

Budgetary revenues 23.21 25.67 26.17% 26. 
Budgetary expenditures 36.48 37.76 36.42% 18, 
Deficit 13.28 12.09 10.25% 4, 


Monetary Survey ($ millions)> 

Foreign assets : 18.95 61.85 274, 
Domestic credit 114.08 25.31 26. 
Money supply . 111.24 165.88 Tae 


Foreign Trade Indicators 
($ millions) 

Exports (FOB) 

Of which cotton 

Imports (FOB) 

Trade balance 


Industrial and 
Commodities Production 
Beer (thousands of gallons) 36 
Cigarettes (millions of packs) .90 S 80 
Textiles (millions of meters) .10 8.10 .40 
Sugar (thousands of metric tons) 50 13. . 60 
Cotton (thousands of metric tons) .40 102.10 .40 107.00°¢ 
Area under cultivation 
(thousands of acres) .9 340.3 .6 350.6 
Millet and sorghum 
(thousands of metric tons) .00 280.00 .00 
Peanuts (thousands of metric tons) 73.00 78.00 .00 
Rice (thousands of metric tons) 43.00 23.00 .00 
Sesame (thousands of metric tons) 12.00 13.00 .00 
Meat production - 
animals slaughtered 
(thousands of head) 27.90 39.20 49.90 
Meat (thousands of metric tons) 2.90 4.80 5.90 


@ Apparent decline is believed attributable to improved data rather than to 
an actual decline between 1983 and 1984. 


b All figures in Government Finance, Monetary Survey, and Trade sections 
converted from FCFA at the following exchange rates: 1982, $1 = 328.62 
FCFA; 1983, $1 = 381.07 FCFA; 1984, $1 = 437 FCFA; 1985, $1 = 475 FCFA. 

€ Projected total. The cotton harvest runs from November through April. 
Final figures were not available when this report was compiled. 


Sources: The above statistics were derived from studies made by the Government 
of Chad, the Bank of Central African States (BEAC), and the 
International Monetary Fund (IMF). Variations in data from earlier 
reports in this series are accounted for by corrected data due to 
improved collection methods. 


* Estimated 
** Based on CFA Franc values to eliminate exchange rate distortions. 





1. SUMMARY: 


Plagued by continued drought and war, Chad remains the world's 
poorest nation. Severe drought conditions and renewed fighting 

in economically important southern Chad contributed to a 
significant decline in the production of both food and cash crops 
in 1984. The industrial sector made moderate gains in production. 
Local and expatriate merchants have continued to invest in the 
retail and service sectors. War-damaged buildings are now the 
exception rather than the rule on N'Djamena's main commercial strip. 
A consortium of oil companies, with Esso Exploration as the 
operating partner, resumed petroleum exploration in southern Chad 
in late 1984 in the hope of finding oil in commercial quantities. 


The Government of Chad again faces significant budget deficits 
despite austerity measures and foreign donor assistance. The 
Government also has payments due in 1985 totalling $12.2 million 
on its external debt. As was the case in 1984, the Government's 
ability to make scheduled payments on time is questionable unless 
additional revenues can be found. 


U.S. economic interests in Chad remain minimal. In addition to 
Esso, Mobil Oil (which retails refined products) is the only 
other U.S. company operating in Chad. Private U.S. relief 
Organizations are engaged in agricultural and small business 
development projects, but Chad's small markets, limited capital, 
and poor infrastructure militate against most U.S. commercial 
investment in Chad. 


2. AGRICULTURE AND ANIMAL HUSBANDRY: 


The agricultural sector, located predominantly in Chad's five 
southernmost prefectures, is the most important sector of the 
economy, accounting for 57 percent of the gross national product 
(GNP) and almost 100 percent of the export earnings. In 1984, food 
production suffered a severe setback as a result of drought 
conditions throughout the country, including the usually 
well-watered south. In 1984, production of millet and sorghum, the 
two principal staples, fell by 10 percent from 280,000 metric tons 
(MT) in 1983 to 252,000 MT. A further decline of 5 percent is 
projected for 1985. Rice production fell from 23,000 MT in 1983 to 
18,000 MT in 1984. Peanut production also declined from 78,000 MT 
to 77,000 MT and sesame from 13,000 MT to 8,000 MT. 


Cotton is Chad's principal cash crop and accounts for 70 percent of 
Chad's export earnings. The 1983/84 cotton production "campaign 

was exceptionally successful, totalling 158,000 MT, the largest crop 
in subsaharan Africa. Officials of the national cotton company, 
Cotontchad, had hoped for even greater production during the 1984/85 
"campaign." Unfortunately, renewed fighting in the cotton-producing 
regions disrupted both the planting and harvest of the crop; as a 
result cotton production dropped to 107,000 MT. 





Animal husbandry is the traditional domain of the nomads who 
populate northern Chad. Chad's national herd is estimated to be 
4.7 million head of cattle and 4.8 million sheep and goats. 

No reliable figures are available on the size of the camel herd. 
The export of beef on the hoof is Chad's second largest source 
of export earnings. In 1983,an estimated 330,000 head were 
exported, chiefly to Nigeria and Niger. Drought conditions in 
northern Chad have altered the traditional migratory patterns 

of the herders, forcing them to move further south in search 

of water and pasture. The drought has also led to distress 
sales by herders trying to avoid the loss of their livestock. 
This, more than an increased demand for meat, accounts for the 
23 percent increase in the amount of beef slaughtered at the 
N'Djamena slaughterhouse in 1984, to 5,900 MT. 


3. MANUFACTURING: 


Chad's small industrial sector accounts for only 20 percent of 
the GNP. Four major parastatal enterprises and the privately- 
owned brewery comprise Chad's industrial base. All of these 
plants are located in southern Chad. Despite the insecurity in 
the region late in the year, all increased production in 1984. 
The two largest parastatals, the cotton company, Cotontchad, 
and the national sugar company, Sonasut, increased production 
in 1984 as they had in 1983. Sonasut production for the first 
nine months of 1984 increased by 39.4 percent from the same 
period in 1983, to 18,569 MT. Owing to the excellent cotton 
harvest in 1983/84, Cotontchad's production of ginned cotton 
increased from 38,127 MT to 59,917 MT. The parastatal Manufacture 
des Cigarettes du Tchad (MCT) also showed a dramatic increase 
in both production and revenues. Production increased by 135.7 
percent from 5.9 million packages of cigarettes in 1983 to 

13.8 million in 1984; FCFA* revenues increased by 54.7 percent 
from 1.11 billion FCFA ($2.72 million) to 1.72 billion FCFA 
($3.86 million). More modest gains were made in 1984 by the 
brewery, Brasserie du Logone (BDL), and the national textile 
manufacturer, Societe Tchadienne des Textiles (STT). 

BDL increased production by 8.1 percent and FCFA revenues by 
11.5 percent, while STT, long Chad's most troubled company, 
increased FCFA revenues by 11.8 percent despite a 9.2 percent 
production decline, as a result of improved management and a 
30.5 percent reduction in the work force. STT continues to 
face the problems of high energy costs, antiquated machinery, 
and competition from illegal exports from Nigeria. 


Prospects for Chad's industrial sector in 1985 are mixed. 

As a result of the poor 1984/85 cotton crop, Cotontchad can 

be expected to show a decline in revenues and production. 

STT will also continue to struggle. Both companies are seeking 
low interest loans from the French Caisse Centrale de Cooperation 





= Sy 


Economique (CCCE) to finance plant improvements. Sonasut, BDL, and 
MCT should continue to grow as long as Chad continues to enjoy 
political stability. 


4. BANKING: 


Prior to the civil war, which reached N'Djamena in 1979, there were 
one development and three commercial banks operating in the capital 
in addition to the branch of the central bank. The banking system 
totally collapsed during the fighting in 1980. In late 1981, one 
commercial bank, the Banque Internationale pour l'Afrique au Tchad 
(BIAT), which is affiliated with the French BIAO group, reopened in 
N'Djamena. In 1982 the central bank (BEAC) reestablished its 
N'Djamena branch and in late 1983 a second commercial bank, the 
Banque Tchadienne de Credits et de Depots (BTCH), resumed 
operations. When the banking system closed in 1980, outstanding 
credit to the private sector amounted to 37 billion FCFA. Many of 
these borrowers either lost their assets in the fighting or fled 
Chad. In 1982 a five-year moratorium on outstanding debts was 
negotiated with the central bank. Indicative of the resurgence of 
Chad's economy is the 71 percent growth in the money supply which 
occurred between December 1983 and April 1985. While much of this 
growth can be attributed to the influx of foreign development funds 
being held by the banks, the central bank estimates that 34 percent 
of the growth is due to increased currency holdings outside the 
banking system, indicating the return of petty merchants and 
shopkeepers who had suspended their activity form 1979 to 1982. 


5. TRANSPORTATION: 


Chad is Africa's largest landlocked country. The poor transportation 
infrastructure is a major restraint on economic growth. There 
are no railroads, river ports, and only 155.4 miles of paved 
roads. There are 4,349.8 miles of improved dirt roads servicing 
the hinterland but many of these routes are impassable during the 
rainy season. A major effort is underway to improve Chad's road 
system. Foreign donors, including the United States Agency for 
International Development (USAID), have programmed $37.51 million 
for road improvements. In early 1985 a temporary causeway was 
opened across the Chari River. This provided N'Djamena with 

its first land link to neighboring Cameroon. Previously, all 
traffic had to cross the river by small ferry, sometimes waiting 
in line for days. While the causeway is only available to 
vehicles carrying food relief or fuel, it has greatly reduced 

the congestion at the ferry. A more permanent bridge across the 
Chari is under construction under the auspices of the United 


Nations Development Program (UNDP); completion is scheduled for 
July 1985. 





Chad's commercial truck fleet consists of only 400 vehicles. 

It is inadequate to support the movement of famine relief, 
transportation of the cotton crop to the port of Douala or 

the railhead at N'Gaoundere (both in Cameroon), and other 
commercial activities. Additional trucks belonging to Nigerian 
and Cameroonian transporters are allowed to operate in Chad 
after paying a fee to the Chadian Transporters Cooperative (CTT). 


The only airport in Chad capable of handling modern jet aircraft 
is the international airport at N'Djamena. The runway was upgraded 
in 1984 to accommodate occasional Boeing 747-type aircraft and a 
new terminal building was opened for service in 1985. Smaller 
airports capable of handling DC-3/DC-4-type aircraft are located 
at Sarh, Moundou, Bongor, Abeche, Mongo, and Doba. N'Djamena is 
served by one scheduled passenger flight weekly, each by Air 
Afrique and by the French company UTA on the route Paris - 
N'Djamena - Bangui - Brazzaville and return; a weekly Air Afrique 
Paris - N'Djamena cargo flight; a weekly Sudan Airways passenger 
flight from Khartoum which makes stops in N'Djamena and Kano, 
Nigeria, before returning directly to Khartoum; a weekly Air 
Afrique passenger flight Dakar - Nouakchott - Niamey - N'Djamena - 
Jeddah and return; and a weekly Cameroon Airways cargo flight 

from Douala. Chad's national airline, Air Tchad, operates a 
Fokker 27 and a Twin Otter on domestic routes. Air Tchad 
inaugurated international service in 1984 with the scheduling 

of a weekly N'Djamena - Bangui flight (via Sarh/Moundou). 


However, this service with Bangui operates very irregularly. 
There are also several private companies operating small aircraft 
in Chad which can be chartered on a daily basis for internal 
travel. These aircraft are able to land on the dirt strips 

in the smaller, more remote towns and are chiefly patronized 

by development and relief organizations. 


6. FOREIGN TRADE: 


As a result of the successful 1983/84 cotton "campaign," Chad 
was able to increase its total export earnings from $81 million 
in 1983 to $115 million in 1984; as a result Chad was able to 
reduce its trade deficit from the equivalent of $24.9 million 

to $1.25 million. The bulk of Chad's cotton exports go to 

West Germany, Portugal, Spain, and France. Other Chadian exports 
such as beef on the hoof, hides, and small quantities of beer 
are traded with the neighboring states of Cameroon, Niger, 
Nigeria, and the Central African Republic. Nigerian fuel constitutes 
Chad's largest import. Building materials, light machinery, 
spare parts, and foodstuffs are also imported from Cameroon 

and Nigeria. The closure of the Nigerian border in 1984 to 
commercial traffic has channeled some of this trade into the 
"parallel market" and resulted in increased prices but has not 
greatly affected the availability of goods in the N'Djamena 
market. The total value of Chad's imports in 1984 was $116 
million, up from $106 million the previous year. 





7. ENERGY: 


Petroleum imports from Nigeria supply the bulk of Chad's energy 
needs. A small quantity of fuel is also imported from Cameroon. 
Over half of the imported fuel arrives via the "parallel market." 
Despite the loss in tax and customs revenue, the Government of Chad 
has had little incentive to crack down on this illicit trade because 
it has kept stocks high and prices relatively low for Chadian 
consumers. The traditional sector of the economy relies on wood and 
locally-produced charcoal to meet its energy needs. The Government 
of Chad has placed a high priority on developing Chad's energy 
resources. There are proven petroleum reserves in the Lake Chad 
region. Also, the Government would like to revive a 1980 World Bank 
project to construct a refinery in N'Djamena sufficient to satisfy 
domestic consumption. A consortium of Chevron, Shell, and Esso 
Exploration, with Esso as the operating partner, has resumed 
petroleum exploration in southern Chad and is guardedly optimistic 
that exploitable reserves will eventually be found. 


Chad's electrical power is provided from diesel generators by 

the parastatal Chadian Electric Energy Company (STEE). STEE more 
than doubled its production in N'Djamena from 5,136,000 kilowatt 
hours (KWH) in 1983 to 13,666,000 KWH in 1984. STEE reestablished 
reliable electric power service in the southern city of Moundou, 
Chad's industrial center and second largest population center, 

in 1984 and put its generating plants in Sarh and Abeche (third 
and fourth largest cities) back in operation during the year. 
Because of the high cost of fuel, electric power is extremely 
expensive in Chad; electricity costs for a moderate-sized residence 
with air conditioning can run as high as $2,000 per month. 


8. RETAIL AND SERVICE SECTOR: 


The retail and service sector rebounded significantly in 1984. 
Most of the buildings in N'Djamena's heavily war-damaged 
commercial district have been reconstructed and occupied. The 
large majority of petty enterprises remain in the hands of local 
merchants; however, expatriate businessmen are beginning to return 
to Chad. In 1984 expatriate-owned restaurants, specialty shops, 
and a night club were opened. This revival must be kept in 
perspective as N'Djamena remains very much a small and, even by 
African standards, an underdeveloped city. The services that 
are offered are elementary (there are now a few functioning 
gasoline stations, beauty salons, photocopy center, etc.) and 
the choice of goods remains very limited. Far less is available 
outside N'Djamena. 





9. TOURISM: 


Once a country favored by Western visitors as a safari site, 

the years of civil war have virtually destroyed Chad's tourist 
trade. The U.S. Department of State has issued a travel advisory 
suggesting Americans check with the U.S. Embassy on local 
security conditions before travelling outside the capital. 

The Government of Chad still maintains a 15-room hotel approximately 
40 miles north of N'Djamena which caters to European hunters. 

The Ministry of Tourism, Waters, and Forests is charged with 
maintaining Chad's system of game preserves but lack of resources 
has prevented the Ministry from effectively administering the 
parks. There are plans to refurbish the game park in Zakouma, 
central Chad, if the international community will provide 

some funding. 


10. EXCHANGE AND TRADE SYSTEMS: 


Chad's currency is the African Financial Community franc (FCFA) 
which is pegged to the French franc at a fixed rate of 50 FCFA = 1 
FF. Chad maintains an exchange system that is free of restrictions 
on payments and transfers for current international transactions. 
Payments and transfers to France and other countries of the French 
or African franc zone are freely permitted while transfers outside 
the franc zone require prior approval. The trade system continues 
to be administered liberally. Import licenses are issued freely 
with the exception of those for cigarettes, textiles, and sugar, on 


whose imports restrictions were instituted in April 1983 to protect 
Chad's nascent industries. 


11. GOVERNMENT FINANCE: 


Despite continued austerity measures, the Government of Chad 

will again face a significant budget deficit in 1985. The 1985 
budget calls for expenditures of 17.30 billion FCFA ($36.42 million) 
with projected revenues of 12.43 billion FCFA ($26.17 million). 
This budget would have allowed in FCFA terms for a 4.8 percent 
growth in spending over the 1984 levels while increasing revenues 
by 10.8 percent. The Government hoped to reduce the deficit in 
FCFA terms by 7.9 percent from 5.28 billion FCFA ($11.87 million) 
to 4.86 billion FCFA ($10.25 million). However, the disappointing 
cotton crop will result in reduced government revenues from the 
export of cotton, making this reduction unlikely,and possibly 
resulting in even larger deficits in 1985. Customs duties and 
the export tax on cotton account for 65.3 percent of Chad's 
revenues while corporate and individual income taxes account 

for only 7.2 percent. Given the extreme poverty of the country 
and its limited industrial sector, it is not possible to adjust 
this disequilibrium radically in the short term. Further 
reductions in government spending will also be difficult. 





Due to the continued occupation of northern Chad by Libya, 
military spending will not be reduced. Civil servants have 
been on half pay for three years and the Government is already 
operating with the minimum resources, or less, needed to 
provide necessary public services. In 1985 Chad faces external 
debt service of $12.2 million. Unless Chad can develop new 
sources of revenue cr receives significant budgetary assistance 


major problem area for some time to come. 


12. FOREIGN INVESTMENT POLICY: 


President El Hadj Hissein Habre has publicly stated that he 
welcomes private investment. Real estate concessions, customs, 
and public utility privileges and tax incentives are available 
to investors who wish to develop agricultural, industrial, 
mining, and petrochemical projects. Customs privileges and 
tax benefits are also available to investors willing to 
reconstruct some of the thousands of homes and buildings 
damaged during the fighting in N'Djamena from 1979 to 1981. 
Tax incentives guaranteed for 25 years are being offered to 
investors willing to commit one billion FCFA (currently about 
$2.1 million) or more to a project. For investors committing 
lesser amounts, guarantees of shorter duration are offered. 


13. U.S. SALES POSSIBILITIES: 


Under existing conditions Chad does not present an attractive 
market for most U.S. firms. The poor transportation infra- 
structure makes it difficult and expensive to deliver goods 

to the Chadian market. The commercial banking facilities are 
limited and many transactions are still conducted in cash. 

The continued strength of the dollar against the French franc 
also makes American goods less competitive in a market that 
has traditionally looked to France and more recently Nigeria 
for goods and machinery. There is little market for the high 
technology products produced by many American firms. Nevertheless, 
Mobil Oil and Esso Exploration are both operating in Chad. 

IBM systems are in use with the Government and Sonasut. 

Both Cotontchad and Sonasut have purchased U.S.-manufactured 
agricultural equipment. The drought and famine have increased 
the demand for heavy trucks to transport food relief which 
could offer sales possibilities to U.S. manufacturers. 

A market also exists for items such as used clothing and 

cheap appliances, especially refrigerators. 
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